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CHAPlER 1 
ORIGIN AND GROW'.rH 
The first proposal in America for a combination of' savings 
banking and life insurance was suggested by Elizur Wright early in 
1874. Mr. Wright, an outstanding actuary and the first insurance 
commissioner ot Massachusetts. proposed the formation ot an "American 
. . 
tamil:r bank" as a stock comp&l\Y• This bank was to receive savings 
deposits and sell lite insurance without employing insurance agents. 
Although Wright clearly brought torth the possibility or a reduced 
premium, the newness ot the idea defeated the proposal. 
For more than thirty years the suggestion was forgotten and 
it was not wrtil 1905 that it was again brought to public attention. 
In that year insuranoe soande.ls gained great prominence in New York. 
Because of the strife between the directors of the Equitable Lite 
Assurance Society or New York, an investigation was ordered by the 
directors in April, 1906. The investigation committee • headed by Hr • 
Henry w. Frick, presented a report that so revealingly showed mia• 
mana.ge:m.ent, corruption, and abusiveness that the otfioers and directors 
were compelled to unite in refusing to accept the report. 
The policyholders of the Equitable, organizing the "New 
England Policyholders Protective Committee" in Boston, appointed Louis 
D. Brandeis as their counsel. Because Frick's committee refused the 
membership of a representative of' the New England Policyholders 
. Committee, Brandeis f'elt that the situation warrra.nted hie personal 
iuvest1gation. Recommendation& and rero~s advooated by h~ were muoh 
. the ae.me as those proposed a fn months later by the Arm.strong Committee. 
In an address delivered before the Commercial ClUb of Boston 
on October 6, 1905, Brandeis stated that "The greatest economic men&ce 
today is a very live hand--these great insurance companies which are 
. controlling eo large a part of our quick capital."1 He saw the neces .. 
sity for limiting the size of the insurance companies if the interests 
of the people as a whole were to be protected against the concentration 
or power and capital in the. hands. of'_ a fet~r individuals. He was of the 
opinion that em.a.ller companies . could serve .the public more effectively 
and a great deal cheaper than the larger companies. He prophesied 
that it people could not secure life insurance cheaply through private 
agencies they would eventue.lly resort to some form of state insurance. 
On November 24, 1905, Brandeis wrote a letter to 1'18.lter c. 
Wright, an actuary and the son of Elizur Wright, proposing that mut\J&l 
savings banks issue insurance policies. He sought Wright's advice as 
to the aotus.rial possibilities .of such a plan. 
Thus it can be seen that Bl'n.deis was :tally aware ot the 
problems involved in securing a safe method of savings~hich is 
really the essence ot insurance--o.nd .was, perhaps, the outstanding 
reformer in the field of insurance• 
1. "The Brandeis Gui de To The Modern World" Edited 
by Alfred Lief, Little Brown & Co. 1 Boston, 
Mass., 1941, P. 105. 
The dispute among the officials of the Equitable had become 
so widely pUblicized that the New York State Legislature appointed 
a committee to investigate the activities of all the New York 
ins.urance companies. but especially those of the "Big Three" • the 
Hew York Life Insurance Compan;y, the Mutual Life Insurance Com.paey. 
and the Equitable Life Assurance Society or New York. Mr. Charles 
Evans Hughes acted as the chief counsel for ~he committee, headed 
by Senator Armstrong. Hearings took place from. September 5, 1905 
until December 30, 1905., when a forml).l report we.s made before the 
legislature. This report was voluminous and comprehensive in its 
coverage of the entire field or insurance. Mismanagement of organi• 
zation.and control was criticized severely. It showed evidences ot 
political contributions, misusage of funds and investments, and 
instances of lobbying. 
The report stated in reference to one of the greater indus• 
trial companies that., in the industrial department, insurance was 
furnished at twice the normal cost to those who were least able to 
pay for it. A great n\bber of the insured, forced to allow their 
policies to lapse, lost. the total insurance with absolute~ no money 
returned on the premiums previously paid. It was evidenced in the 
report that the investigating committee felt that muah of the success 
of this oompa~ was possible because of the enormous number of under• 
paid clerks and solicitors and because of the large profits incurred 
1 
upon insignificant investments. 
otficials of the industrial insurance companies, although 
admitting that premium rates were exceedingly high, testified that 
this type of insurance. could not possibly be issued at a lower cost. 
The Armstrong Committee admitted that this was true but that, in the 
future, the establishment of branch offices would elbninate some of 
the need for solicitors._ Unless the co.m.p(\nies could find a satisfactory 
method, the report concluded that pri'Yate corporations would have to 
be prohibit.ed from. selling industrial insurance. 2 
Although this investigation and the report of the Ar.mstrong 
Committee alleviated manr of the abuses and managerial faults practiced 
by the companies issuing industrial insur&nce policies, Brandeis felt 
that further reform was necessary. He believed that the dieproportion 
ot rates between_ indua_trial . and ordinary insurance was due to tiro 
main causeas 
le The large initial expense on the insurance ot 
the policies and the excessively high number 
of forfeited policies. 
2. The expense incurred in house~o ... houae solici• 
tation in the collection of the weekly premiuns. 
le state of New York, Assembly Docll:llent No. 41, 1906, 
P. 318. 
f) . 
Industrial policyholders suffered trom all the evil• parti-
cipated in by the insurance companies. Premium rates were about 
double those required for ordinary life insurance policies. Unlike 
the ordinary policies, the industrial ones offered no surrender value 
unless the policy had been in force and weekly premil.l!ns paid regularly-
for several -years. Thus, a lapsed poll~ offered the insured absolutely-
no return money and no further coverage. Brandeis therefore concluded 
that: 
"The thri:f'ty working man, like people of larger means, 
sho.uld have an opportunity of obtaining life inslU'$.nce at more nearly-
ita necessary cost." 
The sacrifice incidental to the present industrial insurance 
system can be. avoided only by providing an institution tor insurance 
which will recognize that its function ia not to induce working people 
to take insurance regardless of whether they really want it or oan 
afford to. carry it, but rather to supply insuranoe upon proper terms 
to those who want it and can carry it•...an institution which will 
recognize that the best method ot increasing the demand for life in• 
aurance ia not eloquent, persistent persuasion, but, as in the case 
or other necessaries of' life, is to furnish a good article at a low 
prioe. 
The only proper elements of the insurance business not common 
to the savings bank business are simple and can be supplied at a minimllll 
of expense in connection with our · existing savings banks. They ares 
fixing the tenns on which insuranoe shall be given; the initial medical 
examination; verifying the proof of death. 
The savings banks could thus enter upon the insurance buai• 
ness I.Dlder circumstances singularly conducive to extending to the 
working man the blessing of safe life insurance at a low cost.1 
In a letter to Henry Yorgenthau, Sr., on November 23, 1906, 
Brandeis wrote that, "If the community is convinced of the evils of the 
present system, and is driven to the point of finding a remedy, it will, 
I think, discover. that there . is no reme~ available except through the 
savings banks." 2 
Thus, it can be seen that Brandeis advocated that mutual 
savings banks offered the most successful means of enabling the wage• 
earner to obtain insurance at the most adequate coverage tor payment of 
the lowest possible. 'premium. . In lfassachusetts, mutual savings banks are 
le~lized and regulated by the state to receive deposits from individuals 
for the purpose . of saving. The state definitely demands that invest-
menta and loans made by the banks meet certain prescribed state laws. 
All profits made by the banks must be returned to the depositors in 
dividends. The banks themselves are managed by a board of directors 
or trustees who are usually chosen from among the outstanding business 
men in the particular community. A conservative viewpoint in adminis• 
1. Brandeia, L. D., 11Wage Earners Life Insuranc~~ 
Collier's, Septembe.r 15, 1906. 
2. Brandeis, L. D., Letter to Morgenthau, Sr. Nov. 
23, 1906, Reprinted in "The Brandeis Guide to the 
Modern World". 
7 
tration usually prevails because of the personal interest that exists 
among the trustees. Because, like savings accounts, insurance is for 
the purpose of supplying security and safety for those who need it 
most, Brandeis saw that these two forma of obtaining security might 
profitably be combined. Except for medical examinations and actuarial . 
service, the administration.and management of savings deposita and 
insurance differed only slightly. It mutual savings banks were allowed 
to write insurance policies they oould do so muoh cheaper than the 
private insurance companies. Solicitation could be eliminated and, 
because of the lower premi~ rates, more persons would be able to 
participate in the prog~. 
To afford his ideas an opportunity for materialization, 
Brandeis campaigned visorously for the legalization of savi ngs bank 
life insurance. He wrote numerous articles and lectured fn~ its behalf. 
With the aid of the actuary, Mr• Walter Wright, a tentative plan was 
drawn up. On November · 26, 1906 the "Massachusetts Savings Insurance 
League" was formed for the purpose of informing the 118.ge-earners or 
Massachusetts of the advantages of saving a part of their current 
income through old age pensions or life insurance. The former Governor 
w. L. Douglas was its first President and very soon its membership 
included one hundred ten thousand persons scattered throughout the 
state. The league sponsored debates and lectures in an earnest attempt 
to show the advantages of insurance. It was demonstrated to be a 
secure method of regular saving, thus st~ulating thrift among the 
I 
l 
wage,..as.rners. 
Because of the stimulating campaign carried on b,y the 
Massachusetts Savings Bank League, Governor Curtis Guild, Jr. addressed 
the Massachusetts State Legislature on January 3, 1907, urging its 
members to consider carefully the reform proposals in the field of 
inswoanoe. He said, "I suggest for . your earnest thought and careful 
consideration the subject of' insurance of' the lives or those able to 
pay but a very sme.ll premitan, _ but whose honorable pride is now in too 
many oases urging them to pay what they oan ill~f'ford if they would 
avoid a pauper's burial. Life insurance, without agents or collectors, 
is an experiment 1n which the demands of the people are supplemented 
1 by practical plans." 
It can be evidenced, therefore, that a ref'or.m movement was 
started the.t he.d reached the attention of the Massachusetts State 
Legislature. Vigorous . campaigns were waged by Brandeis as well as by 
the Massachusetts . League for Savings Bank Life Insurance. Although 
the measure . had the support of the public, the Massachusetts State 
Federation of Labor, . the Boston Central Labor Union, the Boston Chamber 
of Commerce, the Massachusetts Civic League, and a~ost three hundred 
labor unions, it must not be concluded that the opposition was 
negligible. The opposition was headed by Hal~ Fiske, Vice-President 
of the Metropolitan Life Insurance Compan;y, who attacked the measure 
1. )(ass. Legislature • Senate Document No. 1. 
P 14 Governor's address to the Legislature Jan. 3• 190Te 
9 
before public sessions of the Legislative Committee. Perhaps the bn• 
passioned opposition voiced by Fiske can ~ rightfully cla~ed as 
having the greatest influence on the Legislature's decision to favor 
the plan. 
The principal argum.ent voiced by the opposition was that the 
average person would neglect to see the benefits obtained from insurance 
am thus tail to rega.rd . insurance as a sate-guard against death or as 
a tor.m ot old age pension unless persuaded by instruotive solicitors. 
It was brought out that the future of savings bank insurance was 
doUbtful as it .had been tried in Europe and had tailed. 
Although the advocates of the program had proven otherwise, 
the opposition insisted that insurance could not be issued aur more 
cheaply by banks than by private companies and that, because banking 
and insurance were 1n no way corr elated, the participation by banks in 
insurance would injure their banking facilities greatly. It was feared 
that since Massachusetts was an industrial state, the restricted area 
would endanger an excessively high mortality rate. Opposition to 
-
socialism, even in the early twentieth century, was apparent when the 
argument was voiced that this insurance plan possessed socialistic 
tendencies. However, it can be evidenced that all these arguments 
were based on personal merits rather than constructive critiei~. 
A group of Boston citizens proposed the establishment of a 
private over~ths-counter life insurance co.npanywhich would have no 
solicitors but tor which mutual savings banks could act e.s agencies. 
10 
The advocates of this plan--known as Higginson oTer~the-oounter tn• 
surance plan-•believed that this private company could offer rates as 
low as those proposed in the Brandeis plan without jeopardizing the 
security of the savings banks. To prevent the substitution of this 
plan for his, Brandeis suggested that both plans be enacted upon by 
the Legislature. Although this was later done, the advocates of the 
Higginson over-the-counter plan failed to or~nize their private com• 
pany, thus bearing out Brandeis' suspicions that their efforts were 
merely an attempt to block the Savings Bank Life Insurance plan. 
The bill, receiving the approval of the House committees on 
insurance and on ways and means in May, was passed by both Houses in 
June, 1908 and was signed_ by Governor Guild on June 26, 19.0T• Although 
savings banks were then possessed with the necessary legislation to 
pe~it their partieipance in the issuance of life insurance, they were 
t~uite reluctant; to i~ugurate t~is new program. Each savings bank 
wishing to adopt this plan must obtain the favorable vote of the 
JII$.jority of two ~thd'l!il:B~~-J#~.J. of the trustees as well as a majori'by 
of the incorporators voting at a meeting called specifically for this 
purpose. Because of the conservative attitude of most of the savings 
bank trustees, . it is not surprising that most of them were hesitant 
to venture into this new field• Some trustees were also members of' 
the boards of directors of private insurance companies and thus, this 
outside influence may be assumed to have affected their decisions. 
- 1_ • 
However, Mr. Brandeis, with the aid of inf'luential shae manufacturers 
of Whitman, Massachusetts, who, supplied the necessary guaranty funds, 
succeeded in convincing the 1fhitlll8.n Savings Bank to open an insurance 
department in June, 1908. In November of the same year ex .. Governor 
William Douglas of the People's Savings Bank of Brookton supplied the 
funds which permitted this bank to follow the lead taken by the WhitJru;.n 
Savings Bank. Because of the widespread interest in the presidential 
election tn November, 1908, little pressure was applied but early in 
1909 a forceful program bega.n to publicize the program by the Massa• 
chusetts Savings Bank League and the Boston Merchants' Association. 
A vigorous attempt was made to show the benefi ts derived from this type 
of insurance and within a year the combined insurance business of the . 
Whitman and Brookton Banks amounted to about a million dollars of 
business in force. 
For three years no other savings bank in the state opened an 
insurance department but in August,. 1911 and in July, 1912, Pittsfield 
witnessed the adoption of the plan in two ot their. savings banks -- the 
Berkshire County Savings Bank and the City Savings Bank, respeotiTely. 
No other bank joined the system tor another ten years when the Lynn 
Five Cents Sa.vill...gs Bank and the Lynn Institution tor Savings establhhed 
their insurance departments in NOvember, ·1922. Four more were added 
from 1924 to 1925, eleven from November 1, 1929 to November 1, 1~31, 
and since then ten more have adopted this program. According to the law 
savings banks which are unable to provide the gtMLre.nty fund mAy aot as 
1<? 
.. . 
, ~ 
·- ~ 
agents to other savings banks selling life inst~ance. At the present 
there are over 170 agents in the state. 
During the last decade savings bank lite insurance has ceased 
to be considered as an exper~ent as it bas been accepted as a sound 
and advantageous system. During the first twenty six years of its 
existence only a hundred million dollars of insurance was in force; 
during the next seven years the two hundred million dollar mark was 
attained; and now arter thirty seven years' experience there is more 
than two hundred and fifty million dollars worth of insurance in force. 
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Year 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
191'1 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
1927 
1928 
1929 
1930 
1931 
1932 
1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1 
Table 1 --.. •Growth of savJ.~s bank life insurance, 1908 to 1940 
- . 
No. of Premi\lll Number of Amount of Ins. 
Banks income received policies in force ill force 
- -
1 $368.21 282 $114,953 
2 25,37'7.29 2,521 992,761 
2 58,890.68 3,318 1,3~'1,363 
3 76,348.92 5,063 1,956,038 
4 102,832.21 6,662 2,528,809 
4 124,205.08 8,054 3,160,806 
4 139,757.35 9,439 3,566,'7'78 
4 164,058.96 10,892 - 4,341,205 
4 212,885.24 14,030 6,041, '754 
4 261,562.27 1'7,680 8,139,269 
4 31'7,475.73 20,707 9,'785,239 
4 352,104.12 28,148 12,3'73,090 
4 424,901.24 30,834 15,050,2'71 
4 463,792.59 31,706 16,6'70,103 
4 653,006.99 35,492 19,8'72,634 
6 714,7'73.56 41,283 25,6'77,'730 
T 896,747.T9 46,889 31,768,663 
8 1,148,26'7.07 60,963 38,105,280 
10 1,365,726.36 55,822 43,293,286 
10 1,583,'746.25 61,643 49,171,'745 
10 1,899,176.57 70,212 57,836,763 
10 2,369,1"16.34 81,440 6'7,688,398 
15 2,644,733.31 90,239 77,324,800 
20 3,095,271.43 101,002 90,960,622 
21 2,979,681.14 101,390 90,606,283 
21 3,266,410.3T 103,763 93,186,980 
21 4,076,776.32 112,294 99,960,943 
23 4,300,823.4'7 122,726 109,645,965 
23 4,686, 718.61 137,345 122,374·1?~ 
24 5,013,694.44 156,093 139,706,498 
24: 4,'787,123.50 172,004 154, '788. 3 '76 
26 5,150,026.46 1921 81T 1'73,123,657 
28 5,408,512.95 211,3'70 191,639,618 
1. From a leaflet entitled "Growth of Savings Bank Lite Insurance," 
published by the Division of Savings Bank Life Insurance in 1941. 
I 
r::; 
If-=--=-~  
• Part two of • 
Table 1--- ·Growth of aavin15s be.nk life insurat10e • 
., 
1908 to 1940 ·' 
No. Matured endcmm.ents Total paid to Admitted 
Year Banks and death cla~s paid policz-holders Assets 
-
.. 
1908 1 
.... --~~ 
-----· 
$26 11 048.Pl 
1909 2 600.00 878.06 82,13'7.1'1 
1910 2 3.622.00 8,8'19.86 130,516.9T 
1911 3 -:3,638.00 12,14t.f& 223,130.83 
1912 4 6,513.00 21,8'77 .Sf 331,'726.61 
1918 4 10,6'19.00 28, '796.99 430.428.89 
1914 4 9,T06.36 35,335.32 542.900.68 
1916 4 12,477.01 66, '790.2T 666.'750.00 
1916 4 2T,984.T5 73,468.28 779,311.68 
1917 4 24,385.66 72.870.00 990,844.65 
1918 4 58.314.20 132.243.61 1.202,932.62 
1919 4 9'7,100.91 176,331.81 1,418,530.52 
1920 4 93,710.99 197.214.28 1.702,141.84 
1921 4 57,712.00 212.636.66 2.000,393.19 
1922 4 82,553.44 281,080.16 2.348,945.'70 
1923 6 112.386.40 34 7, 569 .98 2,834,089.8Y 
1924 ., 141,236.4T 437.662.33 3,447,486.36 
1925 8 16'7, 672.85 523,062.98 4.246,820.39 
1926 10 199.964.94 644,607.63 6,161,388.06 
192T 10 238,.213.40 770,8'73.45 6.221.049.09 
1928 10 223.990.3'7 849,369.70 7, 579 .. 708.72 
1929 10 496,97'1.98 1,304.982.34 9.074,805.35 
1930 15 499,084.8'7 1,458.410.69 10,566.034.39 
1931 20 626,426.76 1.756.711.49 12.313,623.34: 
1932 21 597.745.76 2.024,936.28 13,681,358.92 
1933 21 608,277.85 2.057.691.7'1 15,171,2T3e58 
1934 21 584,882.55 2,042,616.29 1'1,634,808.89 
1936 23 671.031.80 2,296.888.40 20,181,423.34: 
1936 23 736,945.38 2.438.858.91 23.096.679.30 
1937 24 '118,862.71 2,546,982.e1 26,123.367.12 
1938 24: 753,972.90 2,674,570.49 28,870.867.24 
1939 26 883,491.57 2,801,277.96 31.822,824.94 
1940 28 950.025.39 2.898,261.95 34,928,996e5f 
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1 
Table2 ·--~Growth in number ot policies and amount ot insurance. 1908 to 
1940 
~ber ot policies in Amount ot insurance in 
toroe toroe 
Average AVerage 
number eaoh amount eaoh 
Period year Index 
. 
rear 
1908•17 ••••••••••••••••• ., ,810 100 3,222,161 
1918•22 ••••••••••••••••• 29,460 . 3'17 14,785,003 
1923-2'1 ••••••••••••••••• 51,099 654 37,601,5'19 
1928-32 ••••••••••••••••• 88,857 1138 '16,863,353 
1933-37 ••••••••••••••••• 126,443 1619 112,975,032 
1938 •••••••••••••••••••• 1'12.004 2202 154,788,376 
1939 ••••••••••••••••••• •. 192,81'1 2469 1'13,123,657 
1940 •••••••••••••••••••• 211,370 2706 191,539,618 
1. "Operation ot Savings-Bank Lite Insurance in Mass. and 
_New York", Bulletin No. 688. 
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Table ---~verage amount of insurance per policy, 1908 to 19401 
Year 
ATerage amount ot 
insurance per policy 
1908 •••••••••••• $408 
1909 •••••••••••• 394 
1910 •••••••••••• 412 
1911 •••••••••••• 386 
1912 •••••••••••• 380 
1913 •••••••••••• 391 
1914 •••.••••••••• 378 
1915 •••••••••••• 399 
1916 •••••••••••• 431 
1917 •••••••••••• 457 
1918 •••••••••••• 469 
1919 •••••••••••• 440 
1920 •••••••••••• 488 
1921 •••••••••••• 526 
1922 •••••••••••• 561 
1923 •••••••••••• 622 
1924 •••••••••••• 692 
Year 
Average amount of 
insurance per poll~ 
1925 •••••••••••• 
1926 •••••••••••• 
192T •••••••••••• 
1928 •••••••••••• 
1929 •••••••••••• 
1930 •••••••••••• 
1931 •••••••••••• 
1932 •••••••••••• 
1933 •••••••••••• 
1934 •••• •• .•••••• 
1935 •••••••••••• 
1936 •••••••••••• 
1937 •••••••••••• 
1938 •••••••••• : • • 
1939 •••••••••••• 
1940 •••••••••••• 
$'148 
776 
799 
824 
830 
85T 
901 
894 
898 
890 
893 
891 
895 
900 
898 
906 
1. "Operation of Savings•Bank Life Insurance in Mass. 
and New York", Bulletin No~ 688. 
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Table4 • 8 ••Inoane and disbursements of the sayings•bank life-insurance 
system, 1908 to 1940 _ , __ _ 
(statement to October 31, 1940) 
Item Amount 
Inoome 
Premiums from po Hey-
holders $58,665,851.77 
Net income from in• 
vestments 
Special guaranty funds 
Total income 
10,502,934.18 
220,000.00 
69,378,785.95 
Disbursements during 31 years 
Death am disability 
claims 
Matured endotnnents 
Payments to annuitants 
Cash surrender values 
·Dividends to policy• 
holders 
Total paid policy• 
holders 
Special guaranty funds 
7,332,667.82 
2,093,116.35 
4,170,575.68 
4:,741,034.78 
31,185,766.76 
retired 200,000.00 
Expenses (see details) 4,286,151.90 
Total disbursements 35,61l,918.Uij 
Income over disburse• 
menta 33,706,861.29 
Item. 
Expenses 
Salaries 
Advertising, postage, 
printing, telephone, 
& express 
Medical t'ees 
Taxes 
Collection fees 
Rent 
Reimbursement to state 
Other expenses 
Total expenses 
{7.31 percent of 
pre:mi um income) 
Amount 
$1,6~,090.29 
499,697 .06· 
412,886.21 
416,683.81 
362,113.68 
276,864.10 
605,755.65 
235,061.20 
4,266,151.90 
1. "Operation of Savings-Bank Life Insurance in Mass and New York" 
Bulletin No. 688. 
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CHAPTER 2 
ADMINISTRATIVE ORGANIZATION 
A. state Administrative Organization 
The responsibility of the Massachusetts system is vested 
ultimately in an incorporated body known as The General Insurance 
Guaranty Fund, consisting of seven unpaid trustees appointed by the 
Governor of the state. The trustees, one appointed each year to serve 
a seven--year term., must be trustees of mutual savings banks in Yassa• 
ohusetts. The Governor selects one of the trustees of the General 
Insurance Gue.ranty Fund to act as the commissioner of aavings•b&nk life 
insurance for the length of his te~ as a trustee. This oammissioner, 
who likewise serves without oompensati.on, presides as President of' the 
Board of Trustees. 
The administration of' the system 18 controlled by' the Divis.ion 
of Savings Bank Life Insurance which is one of' the three divisions ot 
the Massachusetts Depe.rtment of Banking and Insurance; the other two 
being the Division of Insurance and the Division of Banks.1 Although 
the Commissioner of' Savings•Bank Lite insurance is in charge of the 
operation, his duties consist mostly of supervising and controlling the 
work. The burden of the work of the division is more directly carried 
on by' a aalari~d dep~ commissioner who is appointed by the trustees 
of the General Insurance Gue.ra.nty Fund, subject to the approval of the 
1. Massachusetts General Laws, ch. 178, Seo. 14, 
Aots of 1919, ch. 26, Seo. 9, 10 .• 
Governor and his council. The law does not specifically state the 
jurisdiction which the division has over the insurance departments of 
the banks. but a unified syst«m exists which does, in many respects. 
correspond to the home office of a private life insurance company with 
the banks acting as individual branches or agencies. 
A state actuary and a state medical director are appointed by 
the trustees of the General Insurance Guaranty Fund with the consent of 
the Governor and his council. They serve with the deputy commissioner 
in performing their duties over which the insurance departments of the 
savings banks have .no jurisdiction. Among the Dlllny duties which the 
state actuary must perform are the followings 
1. To prepare standard forms of policies and annuity 
contracts to be used by all insurance departments 
ot the savings banks. 
2. To prepare the blanks for application for policies 
and annuity contracts as well as all those foru 
which are necessary in the conduct of the business. 
3. To furnish all blanks and forms prepared by him to 
the General Insurance Gtaranty Fund as well as to 
the insurance departments or the savings banks. 
4. To determine, consistently with the law governing 
domestic legal reserve life insurance companies, 
the table of premium rates, membership fees, purw 
ohase rates for annuities. the surrender value or 
all policies, and the premium rates far reinsurance. 
5. To determine the amounts which may be loaned on 
insurance policies and the gue.ranty charges to be 
made by the General Insurance Guaranty Ftmd. · 
s. To procure tables tor computing the legal reserve 
to be held under insurance and annuity contracts. 
-==--=--- --
T. To make an annual valuation of all the policies in 
force. 
a. To determine for each year the ratio of' actual to 
expected mortality claims for all the savings-insurance 
banks combined as well as tor each one separately. 
9 • To determine how much each bank must pay to or shall 
be paid from. the General Insurance Gue.ranty Fund 
because of the unification of' mortality. 
lOe To advise tr banks as to what dividends they mAy 
safely pay. 
It is the duty of' the State Medical Director, subject to the 
supervision and control of the Commissioner of' Insurance, to prescribe 
the rules relating to the acceptability of' the applicant for insurance. 
Unlike the state actuary, whose clerks and assistants must be under 
civil service rules and appoint;ed by the trustees of the General In• 
surance Guarant;y Fund, the State Medical Director mAY himself appoint; 
all the local examining physicians and assistants. At present there 
are about 400 of these physicians who protect the banks as well as the 
policyholders without being directly responsible to either of them. 
ETery application for insurance and every death cla~ must be approved 
by the State Medical Director or someone authorized by him to do so. 
The law prohibits the employment of' soliciting agents as 
such but in 1916 the legislature appropriated funds which enabled the 
trustees or the General Insurance Guaranty Fund to employ two instructors 
to pUblicize "the advantages offered by the life insurance departments 
le Massachusetts General Laws, Ch. 178, Sec. 15, 
Acts of' 1919, Ch. 26, Seo. 11. 
1 
of savings banks." These two salarie«l and civil service instructors 
travel about the state encouraging industrial workers to b~ ~avings• 
bank life insurance. However, these instructors, responsible only to the 
Division of Savings Bank Life Insurance and not to any of the savings 
insurance banks, are not e~loyed to sell insurance but merely to advise 
potential b~ers. The office of the Deputy Commissioner also carries 
on an active campaign of publicity on behalf of the insurance departments 
of the banks and thus supplies much of the usual pUblicity service under• 
taken by the agency departments of the private insurance companies. 
B. Administrative Operation of the Insurance Banks and Their Agencies. 
Mutual savings banks in Massachu-setts ane in no way obligated 
to an insurance department but they alone are the only banks eligible 
to participate in the insurance program. Before an insurance department 
may be set up, two-thirds of its board of trustees and a majority of 
the incorporators of the bank must favor the plan. 
The commissioner of insurance and the commissioner of banks 
must then give their approval to the bank but these officials cannot 
issue a certificate establishing the insurance department until they 
have been shown that a special expense guaranty fund and either a 
special insurance guaranty fund or guaranty contract has been provided. 
1. Massachusetts General Laws, Acts of 1915, Ch. 168. 
23. 
The certificate, when it is issued, must be filed in duplicate with the 
1 
commissioner of insurance and the commissioner of banks. 
The special expense guaranty fund consists of not less than 
$5,000.00 in cash "advanced to and placed at the risk of" a bank's 
insurance department "as a guaranty fund to be applied in payment of 
the expenses thereof, if and so far as the amounts contributed from the 
loading in the insurance premium am i.n annuity charges, together with 
any membership fee and surrender and death charges, shall prove insut-
2 ficient to pay the expenses of said insurance department." Although 
the original amount of the expense guaranty fund is fixed by the trustees 
of the bank, with the approval of the state actuary, the guaranty fund 
may be increased at any tbne by the trustees if they deem it necessary. 
Certificates of the par value of $100.00 are given to those who advanced 
the expense guaranty fund and the interest paid equals the aTerage rate 
paid upon its deposits by the savings department. If, at the end of a 
year, ending October 31, a profit has been realized, the special expense 
guaranty fund must be reimbursed for the amowms drawn from 1 t to mee'\ 
the current expenses. ~he expense guaranty fund may be, retired, with 
the approval of the commissioner of insurance and the commissioner of 
banks, whenever the trustees of the bank feel that is is no longer 
1. Massachusetts General Laws, Ch. 178, Sec. 2, 3. 
2. Massachusetts General Laws, Ch. 178, Sec. 4. 
1 re~uired. The ~ount advanced to the fund can then be repaid. 
Each bank participating in the insurance program must advanoe 
a special insurance guaranty fund of not less than $20,000.00 in cash so 
that it will be possible to meet any death claims that may arise before 
sufficient reserves haTe been accumulated. This fund is "applicable to 
the payment and satisfaction of all losses or other obligations arising 
out of policies or annuity contracts if and wheneTer the liabilities 
of said department, including the insurance reserve, are in excess ot 
2 its assets." The original amount of this fund is, like the special 
expense guaranty fund, fixed by the trustees, with the approval of. the 
state actuary, and can be increased at any time by the trustees. Certi~ 
ficates of the par value of $100.00 are issued to all those who advanced 
money to the fund and if profits are realized, these certificates yield 
a rate of interest equal to that paid to the saTings bank's depositors. 
.. This specis.l expense guaranty fund must be retired before the special 
insurance guaranty fund is retired. HoweTer, the special insurance 
guaranty fund cannot be retired until the insurance department has 
accumulated a surplus in excess of all its liabilities equal to the 
amount of the special insurance guaranty fund and the balance of the 
fund,including any unpaid interest and surplus on hand, is not less than 
the amount o~ the original insurance guaranty ~und. The retirement or 
1. Massachusetts General Laws, Ch. 178, Sec. 4:. 
2. Massachusetts General Laws, Ch. 178, Sec. 5. 
e (1,,_a ]_-
Sec. c;. 
banks so that the favorable or unfavorable mortality losses may be 
shared among the banks as a whole. Any insurance department • which in 
any year has a lower ratio of actual to expected d.e_e,t h claims than the 
average ratio tor all the cQnbined banks, pays into the General Insurance 
Guaranty Fund an amount determined by the state actuary. These amounts 
are then apportioned. to those insurance departments having a ratio 
higher than the average. This prevents the high death claims of one 
insurance department f'rom placing a heavy burden and perhaps discon-
1 tinuanoe of dividend payments to the policyholders of' that department. 
However, this is not extended to anything other than mortality 
experience because other matters are within the control of' each parti -
e ular bank. 
To safeguard the savings bank depositors. the law requires 
that the savings department and the insurance department be operated 
independently of each other. The assets of one department cannot be 
liable for or transferred to the other department and their accounts 
and investments must be kept separ~tely. However. the "expenses per• 
t&ining to the conduct of both the savings department and the insurance 
department, such as office rent and the salaries of general officers. 
shall be apportioned by the trustees equitably betvreen the two depart .. 
2 
ments." 
1. Massachusetts General Laws. Ch. 178• Seo. 15. 
2. Massachusetts General Laws. Ch. 178• Seo. a. 
Because the assets of the insurance department of a bank are 
applicable only to the liabilities of that department, the security of 
the policyholders is represented solely by the assets of the insurance 
department of the bank in which they are insured, together with the 
guarantee of the General Insurance Guaranty Fund. 
Although _the power to underwrite insurance policies has been 
granted to only twenty-nine savings banks at present, the law permits 
the establishment of agencies for the purpose of receiving applications 
for insurance and premiwn payments upon tenns established by the com-
missioner of banks and the commissioner ot insurance. All the savings 
banks in the state are authori!ed to receive payments on policies, and 
insurance banks mAY act as agents for each other. With the exception ot 
employers' agencies, the agencies may deduct a collection fee of three 
per cent from all the premiums which they send to the underwriting banks. 
A person wishing to apply for insurance has the right to choose 
his particular insurance bank. If, however, he wishes to obtain more 
than a thousand dollars worth of insurance, he may designate from which 
bank or banks he prefers to b~ the additional amounts. If 'he does not 
wish to make a preference, the bank official is likely to make suggestions 
and usually the applicant is referred to the nearest issuing bank. 
Table5 ----ll\lllber and types of establishments a.t which applications for 
sa~ings•bank life insuran~~i~ht be made in June l$391 
Total Issuing Agenoy 
in banks or banks or 
each their their PUblic. 2 Employers Credit Countl coup.ty branches branches a,&enoies Agencies Unions 
Berkshire 29 3 2 -8 24 ... 
Franklin 11 ... 4 . .... ., . .. 
Hampshire 13 
-
8 .8!'8' .. 6 
--RAmp den 48 
--
12 _.,. 2'6 11 
Worcester 71 3 12 ...... 49 ., 
Middlesex 126 8 48 1 61 ., 
Norfolk 36 1 20 
---
12 3 
Plymouth 33 4 9 lT 3 
Bristol 23 5 2 1 9 6 
Essex 60 5 16 1 25 3 
Suffolk 72 7 20 2 33 10 
Barnstable 6 
-
6 
-- -- -Duke's 
Nantucket 
. TOTAL 
- -- -- ---
..... 
- --
.... 
_ .. 
•M 
517 36 159 5 267 
1. "Operation of Savings-Bank Life Insurance in Mass. 
and New York" - Bulletin No. 688~ 
2. The so-called ~pUblic agencies" include settlement 
houses, ba,yst clubs, schools, and private individuals. 
-
-
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FINANCIAL OPERATIONS OF THE SYSTEU 
Manr differences are evidenced between savings bank life in• 
sura.noe and private life insurance companies in the financial operations 
of' each. Dividends in the former system depend not only upon the ex• 
perience of' the insurance departments of' the individual bank but also 
upon the experience of' the whole system. The expenses include those of' 
the Division of Savings Bank Lif'e Insurance and the Savings Bank Life 
Insurance Council as well as the expenses of each individual bank. 
Until 1939 the insurance departments of' the banks were subject to dit• 
f'erent taxation regulations than were the private insurance companies. 
Another great difference appears in the type of' investment allowed. 
Rather than having controls similar to those exercised by the insurance 
company investments, the control over the insurance department of' the 
banks is like that exercised over the investments of' the deposits of' the 
savings banJ:s. 
A. Dividends 
Dividends are distributed equitably each year among the holders 
of' policies and annuity contracts after contributions to the surplus 
have been set aside by the insurance departments of the savings banks. 
The f'our general factors that determine the dividends are' 
1. Ratic of actual to anticipated expenditures. 
2. Ratio of' actual to expected mortality losses. 
3. The excess or actual over required earnings on funds 
invested. 
4. Gains or losses frcm investments. 
Because it is customary for insurance companies to pay as 
stable a dividend as possible, the state actuary for savings bank life 
insurance determines a ~asic scale" each year for dividends. When the 
particular experience or one insurance department allows that bank to 
pay dividends on this scale. it is said to be paying one-hundred per cent 
of the basic scale. In some instances, however. the experience of a bank 
may force it to reduce its dividends to less than one-hundred per cent or 
the scale. 
Mortality experience is shared by a system of unification or 
mortality by all the banks so that one insurance department will not be 
obliged to bear the entire burden of a high mortality loss among ita own 
policyholders. The entire operation of the system is based on the 
principle that the acceptance of applications for insurance is the sole 
responsibility or the State Medical Director in the Division of Savings 
Bank Life Insurance and not of azw one insurance department. Ea.oh bank, 
though, has control over its expenses and investments as well as its 
efficiency of operation. 
Until a surplus of $20,000.00 has been realized by an insurance 
department, it must set aside from twenty to seventy•five per cent of 
its profits for this purpose. Thereafter, at least eightyMfive per cent 
of the profits must be distributed in dividends as the maximum surplus 
3~ . 
allowed is ten per cent of the reserve. 
Since 1935,. when four of the banks paid less than the "basic 
scale" determined by the state actuary, dividends have been paid on a 
unifor.m scale by all the banks. The original "basic dividend scale" 
involved an assumed earned interest rate of five-&nd~·half per cent, 
thus giving the policyholders in the insuranoe department the advantage 
of a higher rate than was being paid to the depositors in the banking 
department. In 1935 the scale was changed so that the rate was reduced 
to 4.6 per cent. A~ present, the interest factor in the dividend 
scale involves a total interest rate of 3.75 per cent. 
B. Expenses 
Although the expenses of operating the savings bank life in-
surance ~stem include the expenses of operating the insurance depart~ 
mente of the individual banks, as well as the state Division of Savings 
Bank life insurance, I wish to discuss only the latter in this chapter. 
From the beginning of the system in 1905 until 1926, the 
state legislature annually appropriated funds to meet the entire operat-
ing expenses of the State Division. . In 1907, the amount necessary was 
only $1,202.13 but by 1924 it amounted to $32,615.97, thus showing a 
steady 1ncrease. each year. 
Acting upon the recommendation of the officials or the 
Division of Savings Bank Life Insurance, the legislature passed a bill 
in 1927 which provided that the insurance banks should reimburse the 
State for the costs of the stationer,y furnished the banks by the 
1 division. Thus, in 1927, of the total of $32,818.50 spent by the 
state it was re~bursed $2,312.80 by the banks. 
In 1929, the state legislature passed another measure pro-
vidtng for progressive reimbursement until 1934 when all the expenses 
2 
of the division would be met by the banks. It required that twenty• 
five per cent of the expenditures should be reimbursed in 1929, forty 
per cent in 1930, fifty•five per cent in 1931, seventy per cent in 1932, 
eighty-five per cent in 1933, and f i nally one-hundred per cent in 1934. 
In 1939 the state legislature enacted a law requiring that after July 1, 
1939 banks should advance the appropriation for the expenses of the 
state Division rather than repaying the aotual expenditures at the end 
of the year. 
c. Taxa.tion 
Until November 1, 1939 both the General Insurance Guaranty 
Fund and the Savings Bank Lite Insurance fund were taxed to the same 
extent as were the deposits in the savings bank. Because the savings 
banks are exempt from taxation on a large proportion of their total 
deposits, the insurance departments were paying only about one half as 
much in taxes as would have been pai d if they were taxed on the same 
basis as life insurance companies. Consequently, since November 1, 1939, 
the funds of the insurance departments have been taxed to the aame 
extent as are the funds of the life insurance companies. Because the 
mutual savings banks are exempt from taxationun¢ e:cthEFedera.l income 
1. Massachusetts General taws, Aots of 1927, Ch. 188. 
2. Massachusetts General Laws, Sec. l"r. 
taxation laws, the insurance departments are also extended this 
exemption. 
D. Investments 
"The funds of the insurance department whether arising from 
premiums, annuity contracts, guaranty funds, or from the inccme thereof, 
and whether constituting insurance reserve or surplus, shall be invested 
in the same classes of securities and in the same manner in which the 
deposits of the savings departments are required by law to be invested. 
except that it may make loans upon a~ policy of insurance or annuity 
1 
contract issued by it to the extent specified in Section 15." Thus, 
investments are l:bn.ited to the followings mortgages of real estate in 
Massachusetts not exceeding seventy per cent of its value; public bonds 
of the Federal or state Governments provided they have not defaulted. 
1. Massachusetts General Laws, Ch. 1'78. Sec. 9. 
'Zt:; 
. . 
Table 6 ......... Disbursem.ents of D.ivision of Savings Bank Lite Insuranoe1 
l90T .. 1933 
Year 
1907 
1908 
1909 
1910 
1911 
1912 
1913 
1914 
1915 
1916 
1917 
1918 
1919 
1920 
1921 
1922 
1923 
1924 
1925 
1926 
192'1 
1928 
1929 
1930 
1931 
1932 
1933 
TOTAL 
Actual Reimbursement Net Expenditures 
Expenditures . to state of State 
1,202.13 
---
1,202.13 
7,132.53 
---
7,132.53 
15,733.40 .. __ 15,733.40 
11,438.09 _..,.. 11,438.09 
14,222.5'1 
---
14,222.5T 
14,99'1.33 14,997.33 
15,805.33 
--
15,805.33 
16,873.35 
__ ... 
16.,873.35 
19,153.92 
---
19,153.92 
18,335.98 18,335.98 
20,366.45 ll!f ... 20,366.45 
19,271.35 
---
19,271.35 
21,640.32 
---
21,640.32 
23,295.55 23,295.55 
26,527.12 ...... 26,527.12 
28,082.42 
---
28,082.42 
32,128.89 
---
32.128.89 
32,615.9'1 
---
32,615.9'1 
. 32,475.24 ...... 32,475.24 
:51,111.93 --tl]l 31.,111.93 
32,818.50 2,312.80 30,505.70 
35,122.61 3,722.32 31,400.29 
37,359.98 9,339.64 28,020.44: 
38,290.41 15,279.94 23,010.4'1 
42,316.98 23,317.75 18,999.23 
41,189.69 28,412.20 12,777.49 
40,740.39 36,717.66 4,022.73 
670,248.43 119,102.21 551,146.22 
1. "Operation of Savings•Bank Life Insurance in Mass. 
and New York" - Bulletin No. 688. 
Table · - -·-Percentage or total admitted assets of the syste~invested 
_________ i_n_c_e_rta _ i_n_k_ind_,!_ of property,. 1931 to 1940 
Year 
1931 
1932 
1933 
1934 
1935 
193.6 
1937 
1938 
1939 
1940 
Policy Collateral Real 
Mortge.e;e! Bonds Loans Loans Stooks Estate 
52.66 22.81 9.01 4.21 3.67 0.12 
49.82 26.08 10.60 2.10 3.28 .36 
47.03 28.16 10.74 2.33 2.12 1.49 
42.20 33.77 10.30 2.11 1.20 1.61 
36.81 38.77 9.99 1.41 1.74 2.68 
33.65 44.57 9.43 1.08 1.81 2.55 
29.29 48.7'1 9.30 .as 1.72 2.59 
27.53 50.69 9.T4 .79 1.66 2.30 
25.37 51.29 9.66 .62 1.86 2.24 
23.32 53.07 9.66 .40 1.61 2.16 
1. Annual Reports of the Commissioner of Insurance,. 
l't. 2,. Table D. 
2. "All others" includes cash in office and banks,. 
interest and rents due and aoorued,. deferred and 
unoolleoted premiums, and several minor miscel-
laneous items. 
All 
Others 
'1.52 
1.'16 
8.1:> 
8.81 
8.40 
6.91 
7.46 
'1.30 
8.96 
9.86 
'Z.f7 
. . " 
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CHAPI'ER 4 
POLICIES AVAILABLE AND THEIR TERMS 
Under the Massachusetts system. savings banks authorized to 
sell insurance may issue policies only to residents of Massachusetts or 
to those who are regularly employed in the state. HdWever, if a policy• 
holder should leave the state to establish residence in another state, 
those policies in force may be continued but no further insurance can 
be issued. 
The lbnit placed on the amount; of insurance available indicates 
that the greatest need for life insurance was for the working man. 
Until 1915, when the limit of insurance issued to an individual by eaoh 
bank was increased to one thousand dollars, the mAximum was five hundred 
dollars.1 Before 1938, it was possible to purchase as much as twenty• 
nine thousand dollars worth of' insuranoe~•one thousand dollars in eaoh 
of the then twenty-nine separate banks. However, in 1938 an arbitrary 
maximum of $25,000.00 was established by the system. In 1915 the maxi-
. 2 
mum annuity was statutorial1y raised from $100.00 to $200.00 per year.~ 
Recently, the amount of annuity income which can be purchased by a ltlnp 
sum was arbitrarily li:m.1.ted to $50.00 a month. 
The amount of deferred annuity income that can be puroh.aeed 
by instal~ents was limited to $100.00 a month in 1941. Policies may be 
1. Massachusetts General Laws. Acts of 1915, Ch. 32. 
2. Massachusetts General Laws, Chapter 178, Section 10. 
·-~==~==~!!~====~-~===~~~~==~~~--=~~========~~~.-===--====~~======~-================~,~==~==~ 
issued to individ~ls only between the ages of six months to seventy 
years. Thus it can be seen that the amount of insurance available is 
far r~uoved from the original idea of furnishing only the working class 
with a substitute for industrial insurance (inst~anoe issued in small 
amounts without a medical examination and paid for by weekly premi~s 
usually colleotea at the homes of the policyholders). 
A. ~es of Policies 
It was the duty of the oommissioner·of insurance to prepare 
standard forms of life insurance policies and life annuity contracts 
which included a whole or straight life policy, a limited•payment lif e 
policy, a limited (renewable) term policy. an endowment policy. an 
annuit y contract. a combination of life insurance policies and deferred 
annuity contracts. "and such others as may from tUne to time. in the 
1 
opinion of the commissioner of insurance. be desirable". Group in8ur-
anoe has been issued to encourage a more widespread coverage and to 
facilitate small premium payments. 
Whole o~ straight life insurance policies require the payment 
of a stated premium until the death of the insured. at which t~e the 
face value of the policy is paid to the beneficiary. In policies for 
limited•pay.ment life insurance. the insured must pay a set premium rate 
for a certain number of years (usually twenty years) but he is covered 
throughout his lite. The face value of the policy is paid to the bene• 
ficiar,y whenever death occurs--either before or after the expiration of 
1. Massachusetts General Laws 1 Ch. 178. Section 15. 
the premium payments# whichever may be the case. Similar to the private 
insurance companies, the premiun rates·for this type of policy are 
higher than are those established for the whole or straight life in• 
a uranoe pol icy • 
The l~ited or renewable term policy is one that may be issued 
to any individual under sixty-five years of age for a five-.rear term. 
This type of policy has no loan or cash value and the premium rate 
increases for each five~ear period that the policy is renewed. It may 
be oo~erted to any other form of insurance policy with the one excep• 
tion of term, at the rate for the insuredts then attained age without a 
medical examination. 
The endowment policies, usually issued for twenty years. re-
quire the payment of premiums for the given period of years. The faoe 
value of the policy is paid to the insured at the date of maturity or 
to the beneficiary if the insured should die before this date. 
Although children over six months of age may be insured under 
any of the regular forms of insurance, the face value of the policy will 
not be paid if the death of the child ooours before the· age of six 
years is reached. The amount paid to the beneficia~ 1n instances 
where death occurs before the age of six years depends on the age at 
whioh the policy was taken out and the length of time that the policy 
was in force. 
There are three types of annuity contracts available-~he 
single-premium. immediate annuity contract, the single ... premium joint and 
/f • 
survivorship annuity, and the annual premium deferred annuity. The 
single-premium ~ediate annuity policy is available, in most cases, to 
persons 'over fifty years of age, and provides for the payment of a single 
lump sum at the time the contract is made. Its purpose is to provide an 
income for life which is paid to the insured annually or at more fre• 
quent intervals with the discontinuance of all payments at the death of 
the annuitant. 
The second type of annuity, the single•premium joint and sur• 
Yivorship annuity, is pr~rily designed for husband and wife although it 
~y be contracted by any two individuals. Like the single•premittn 
immediate annuity conbract, a lt111p sum single payment is :made and the 
annuity is payable as long as either of the two persons live. Thus, the 
income does not cease until both members of the contract have died. 
The annual premium deferred annuity contract is the third and 
most prevalent type of annuity contract purchased. In this contract, 
the annuitant pays a stated amount regularly until a desig~ted age 
(usually sixty•five) is reached. When that age has been attained, the 
annuity payments begin. If the purchaser should die or desire to sur• 
render his contract before the designated age, a guaranteed oash surrender 
value is paid. 
Although savings banks ~y not sell industrial insurance as 
such, they are permitted to issue group insurance that does not require 
medical examinations. The only groups eligible for this t~~e of 
insurance are groups of workers who are employee in factories that are 
inspected by the State medical director. Premiums are paid monthly by 
the employer or jointly by the employer and the employee. The insurance 
is in force for a one year period but can be renewed each year. The 
premillll rate, however, ~y vary as it is determined each year by the 
average age of the workers in the group. Because each employee is issued 
a separate certificate of insurance- he does not became uninsured in 
case his employment is terminated. By paying premilm!s determined by 
his age, he may convert the policy to a life or an endow.ment poli~ for 
an amount equal to the former group polioy without a medical examination. 
If, however, he should wish to increase the amount of the policy, he 
must pass a medical examination. 
Except in the case of group insurance when all payments m.ust 
be made monthly, the insured me.y pay premi~m~.s on all types of insurance 
monthly, qua.rterly, semi-annually, or annually-as the policyholder m&.y 
prefer. The annual dividends payable ~Y be used to reduce premiums 
due or to purchase additional paid•up insurance. It the policyholder 
wishes, he may request that all dividends be paid in cash directly to 
him on the anniversar-y date or the policy. A~ dividend not otherwise 
disposed of remains in the account of the policyholder and at a guaran-
teed min~um rate of interest. 
A poli~holder may borrow money on all forms of savings bank 
lite insurance except term and group insurance. This loan, ohar~d at 
five per cent interest cannot be made, however, until all premiums on 
the poli~ have been paid for one year. No life or endow.ment polia,y can 
become void for non-payment of premit1111 af'ter six monthly premiums have 
been paid on it. 
If then, subsequent premiums cannot be paid, the policyholder 
has three possibilities from which to choose. He may prefer a cash sur• 
i"ender value which is equal to the full American experience legal reserve 
on his policy. He JD/i.y rather take a paid•up policy ''which the then net 
value of the policy and all dividend additions thereon, less a~ indebted• 
.ness to the bank on account of said policy and less a surrender charge 
of not more than one per cent of the face value of the policy will pur• 
ohase as a net single premium for life or endowment insurance, maturing 
or terminating a.t the time and in the roamer provided for 1n the original 
1 policy contract". The only other choice would be paid-up term insurance 
poli~ for the full original face value for whatever term the net value 
of his policy would purchase. Unless the policyholder notifies the bank 
of his choice, a.t present he automatically receives extended tenn 
insurance. However, all policies issued before Dec~ber 15, 1939 pro• 
vided for automatic paid-up insurance. 
The insured has a. very wide choice of methods by which the 
bene.fioiary o.f the policy may be paid. As a matter of fa.ot, the savings 
1. Massachusetts General Laws, Ch. 178, Sec. 11. 
" 
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banks have made it possible for the most convenient methods desirable to 
be arranged. In most oases, though, a single payment is made to the 
beneficiary at the death of the insured. Payments of a given amoUJ'!Ij mAy 
also be made at regular intervals as long as the beneficiary lives or 
payments mJ3.y be made for a given number of years to the beneficiary or 
the contingent beneficiary if the former should die. 
Although dividends may vary according to the experiences or 
the various issuing savings bank~, all premium rates are required by 
1 statu~e to be the same. All policies must contain certain definite 
information, though, such as; the amount which can be borrowed on the 
policy, the cash surrender value of the policy, and the options regarding 
payment to the beneficiary. 
1. Massachusetts General Laws, Ch. 178, Section 16• 
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Table ~ --.. •Amounts of group insurance in terce in Massachusetts wit~ 
insurance companies and with savings banks, 1929 to 1938 
Year 
1929 ••••••••••••••••••••••• 
1930 ••••••••••••••••••••••• 
1931 ••••••••••••••••••••••• 
1932 ••••••••••••••••••••••• 
1933 ••••••••••••••••••••••• 
1934 ••••••••••••••••••••••• 
1936 ••••••••••••••••••••••• 
1936 ••••••••••••••••••••••• 
1937 ••••••••••••••••••••••• 
1938 ••••••••••••••••••••••• 
All companies 
excluding 
savings banks 
$288,224,000 
316,465,000 
323,036,000 
298,933,000 
290,375.000 
303,779,000 
310,970,000 
341,711,000 
394,389,000 
400,644,092 
Savings Banks 
$12,361 ,000 
12,385.000 
15,607,000 
10,433,000 
10,170,000 
10,394,000 
11,549,000 
12,390,000 
14,033,000 
13,085,000 
1. Data trom Annual Report s ot Commissioner of Insurance, . 
Massachusetts, pt. 2, table 1. 
Table q -··•Percentage total expenses are of premium inoome in saTing&• 
~ bank insure.no~, ordinary insurance, and industrial insurance, 
1927 to 1938 
Savings Bank All 
Ordinary Ordinary Industrial 
Year Insurance Insurance Insurance 
Percent Percent Percent 
1927 •••••••••••••• 4.55 --w~ 27.64 
1928 •••••••••••••• 4.53 18.13 26.30 
1929 •••••••••••••• 4.63 18.32 26.34 
1930 •••••••••••••• 4.73 17.96 24.45 
1931 •••••••••••••• 4.97 16.19 22.92 
1932 •••••••••••••• 5.18 15.44 22.02 
1933 •••••••••••••• 5.00 14.14 22.'1'1 
"1934 •••••••••••••• 4.84 13.96 23.90 
1935 •••••••••••••• 5.02 13.67 24.T4 
1936 •••••••••••••• 6.29 1 13.71 26.53 
1937 •••••••••••••• 7.16 1 14.13 25.32 
1938 •••••••••••••• 8.33 1 13.17 25.45 
1. On November 1, 1936, gross premiums were substantially 
reduced on all ordinary policies issued on and after 
that date. Thus, the ratio of expenses to gross 
premitas reoe:ived should be expeoted to increase over 
previous years when higher premiums were charged, and 
also in comparison with companies whose gross premiuns 
are considerably higher. · 
2. "Operation of Savings-Bank Life Insurance in Mass. 
and New York", Bulletin No. 688• 
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CHAPTER 5 
COMPARISON BETWEEN SAVINGS BANK LIFE INSURANCE AND PRIVATE COMPANY INSURANCE 
Because of the steady growth of savings bank life insurance in 
Massachusetts during the last decade• a comparison made with that of the 
private insurance companies should clearly analyze the factors that made 
this growth possible. 
A. Administrative Organization and Insurance Agen~ 
Although the main purpose of both the pr1nte insurance company 
and the savings bank life insurance departments is to sell insurance. 
many differences can be noted in their administrative organization. In 
a private insurance company, the home office generally supervises and 
directs the entire activity of the company, but not without importance is 
the extensive field work carried on by a staff of agents. It is the res• 
ponaibility of these field agents to collect premiums as well as to sell 
insurance. This field work may be supervised either under a general-agent 
plan or under a branoh office plan. In the case of the general-agent plan. 
a general agent is given the power to write insurance policies and to 
employ sub-e.gents who are responsible only to the general agent. However, 
more direct supervision is exercised by the home office under the branch-
office plan. The district manager and his assistants are responsible for 
the ·actions of their agents but the general activity of the office is 
standardized uniformly by the home office. These branch agencies are not 
allowed to cross area lines and as each agent is assigned a particular 
territory, his independence in soliciting insurance policies is restricted. 
Because savings bank _insurance departments are not permitted to 
engage agents, the cost of this service is elirr1inated. Certainly the two 
persons employed by the Division of Savings Bank Life Insurance to instruct 
industrial workers of the benefits obtained in savings bank insurance can 
not be compared to private co.mpany agents, as their task is merely to 
instruct and not to sell insurance policies. Because of their activity. 
insurance may be sold, but it must be done directly through the insurance 
department of a savings bank. The only compensation fees allowed for the 
collection of premiums is three per cent of the premium whioh is paid to 
the authorized agencies for collecting premiums for the convenience of 
the pol icyholders. In 1940 this sum amounted to only one and six-tenths 
per cent of the total premium income. 
Compensation in the form of commissions paid to agents of pri• 
vate insurance companies is considerably greater than 1.6%• Usually the 
agent receives about fifty per cent of the first year's premium ~yment 
and about five per oent of the annual premium for the next nine years. 
Thus, during the first ten years of the life of the policy, the private 
insurance agent receives a~ost one am1ual premium or about ten per cent 
of each year's total premium income. Besides this, the general agent or 
branch o££ioe director receives £ifteen per oent of the £irst year's 
premium. ten per cent of the second year's premium.• and two and one•h.a.lf' 
per cent of all ensuing annual premiums--or about f orty-five per cent ot 
one annual premium. It can readily be seen, therefore, that during the 
first ten years approximately one hundred forty per cent of one annual 
premium is paid to the general agent and the soliciting agent. 
B. Policy Provisions 
Ordinary life insurance policies sold by the savings banks are 
considerably more liberal in allowing loans, paying premiums, offering 
cash surrender values, and other such provisions, than are the private 
insurance companies. However, industrial policies issued by prbate in-
eurance companies allow a waiver of premiums in case of disabili~ and 
include disability and double indemnity clauses. None of these advantages 
are included in policies issued by the savings bank insurance departments. 
The cost of insurance to the polieyholder depends on the div&-
dends he receives as well as the annual amount of the premit~tl.e Vfhile the 
savings banks have paid an annual dividend to all policyholders whose 
insurance has been in force for one year, most private insurance companies 
usually require that the policies be in force at least two years before a 
dividend will be paid. Dividends on industrial insurance policies are 
not payable for four years and even then they are not usually paid in 
cash but rather they are applied toward a reduction of the following 
premium payment. 
The privilege of borrowing money on an insurance policy is 
extremely tmportant and is definitely of great value to the policyholder. 
Poli~holders of savings bank life insurance are entitled to borrow on 
their policies after premiums have been paid for one year. Private in-
surance companies do not ordinarily offer this privilege until prenliums 
have been paid for two or sometimes three years. Industrial policyholders 
are at an even greater disadvantage as no provision is made for borrowing 
on their policies at any time. Furthermore, savings bank lif'e insurance 
policies provide for an automatic premium loan--& privilege rarely allowed 
by ordinary private life insurance policies. This automatic loan pro-
vision prevents the termination of a policy because of failure to pay 
the premium. After the policy ~~ been in force for one y$8-r, the bank 
automatically makes a loan on the policy in order to credit the insured 
with the payment of the premium if it is not received from the policy-
holder. 
The provision of receiving a cash surrender value is of great 
tmportance to a policyholder as it may, at times, beoome ~possible for 
him to maintain the premium payments on his policy. Although private in• 
surance companies do not usually offer their policyholders of ordinary 
policies a oash surrender value until the policies have been in force 
for two year s, the holders of savings bank life insurance policies may 
obtain a cash value any time after the policy has been in force for six 
months. When a policy issued by a private insurance company is surrendered 
the amount of oash obtainable is equal to its full reserve value, plus 
all accrued dividends, and minus a surrender ~barge. No surrender charge 
is made if the policy has been in force for several years, though, the 
exact number of years varying with the particular private insurance co.m-
pany. At t he present time, this surrender charge is limited by law to 
2~ of the face value of the policy. Savings banks made no surrender 
charge after the policy has been in force for one year and they will pay 
cash on a policy before six months have elapsed if the reserve on the 
policy exceeds two dollars per one thousand dollars of insurance. In 
such instances. the entire reserve in excess of this amount is paid. No 
cash values are .received by industrial policyholders until after their 
policies have been in force for at least three years. 
Holders of both savings bank insurance policies and ordinary 
life insurance policies issued by private insurance companies are entitled 
to receive a paid-up insurance policy for a reduced amount of insurance 
or a policy for the same amount of insurance for a certain limited time 
if they wish to discontinue the premium payments and do not desire to 
receive the cash surrender value. However, savings barik policyholders 
are entitled to these "non-forfeiture privileges" after premiums have 
been paid for six months while private company policyholders usually may 
not share this privilege unt i l their policies have been in force for 
t hree years. 
Both savings bank insurance departments and private insurance 
companies allow their policyholders the privilege of assigning the pro-
oeeds of their policies as security in payment of a debt. Here again, 
though, industrial policyholders are without this important advantage. 
Savings bank insurance departm.ents and private insurance com• 
panies are both in agreement that policyholders of all ordinary life 
insurance policies should be protected by a policy provision assuring the 
insured that the settlement of the insurance on maturity shall be accord• 
ing to his wishes. Payments are made only to the stated beneficiary, or 
in the case of his prior death, to the heirs of the insured, unless other 
specific provisions have been previously made. Although policyholders of 
industrial policies are permitted to name their beneficiaries, this stated 
beneficiary must submit his claim within a certain specified period 
(usually thirty or sixty days) after the death of the policyholder. It 
failure to do this occurs, the insurance company may make payment at its 
own discretion to the administrator or the executor of the insured's 
estate, or to any relative by blood or by marriage who may appear to be 
entitled to the payment. 
Disability clauses in insurance policies have enabled policy• 
holders to obtain further security through their participance in an in~ 
surance program. The first insurance company to provide their policy-
holders with this provision did so in 1896. By 1910 several other com-
panies had followed this inaugarated plan, so that in the early 1920's 
most of the insurance companies generally began to pay an income of ten 
dollars a month for each one thousand dollars of insurance in the case or 
total disability. The waiver of premium. payments was also included in 
the disability clauses. However, in 1932 the ten largest insurance com-
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panies in the country agreed to discontinue the issuance of policies 
containing disability clauses because they had become increasingly burden• 
some to the companies. Their disability clauses at the present t~e 
merely contain a clause waivering premium payments in the case of total 
disability. For this privilege, a small charge is attached to the total 
premium payment. 
Savings bank life insurance departments have never made any die• 
ability provisions available to their policyholders, nor are premiums 
waivered in instances of total or partial disability. 
C. Maintenance of Policies by the Insured. 
Unless insurance policies are maintained until the death of the 
insured or the maturity date, the security sought through insurance polioie 
is lost. Although a policy may be surrendered for its cash value, the 
insured has the security of the protection offered by the coverage while 
the policy is in force as well as the cash received at the time of sur-
render. However, it can be clearly evidenced that no further coverage is 
available, thus necessitating a great loss to the family of the insured. 
Because of the more liberal provisions in regard to surrender values and 
borr owing on policies included in insuran.ce policies issued by savings 
banks, it is readily understandable that fewer lapses occur in these 
policies than in those issued by the private insurance co.mpanies. As a 
matter of fact, since the early 1930's, the number of lapsed savings bank 
, policies has been negligible, while the private companies have experienced 
years when over thirty per cent of their newly written policies have 
been allowed to lapse. 
The reaons for the small number of savings bank life insurance 
policies that are allowed to lapse each year can be readily explained. 
First, the provisions of the policies per.mit the insured to obtain the 
surrender cash value after the policy has been in force for only six 
months while the private insurance companies require that the period 
should be at least two years and sometimes as long as three years. 
Savings banks offer non-forfeiture privileges to their poli~holders 
after six months, in contrast to the two or three year limit on company 
policies. Loans are available on savings bank policies after one year 
compared to the usual two or three year limit on the private insurance 
company policies. Secondly, the rapid growth or the savings bank in• 
surance system may have a tremendous effect which might be eliminated 
when this growth somewhat subsides. Thirdly, but by no means not less 
important, is the fact that savings bank life insurance is not likely to 
· be oversold, as it is generally purchased in small amounts and thus less 
likely to be given up by the policyholder. 
It should be noted that the small number or lapses or savings 
bank life insurance policies is not due to the fact that the proportion 
or those policies surrendered for cash is exceedingly high. Rather, the 
proportion is considerably less than is that experienced by.the private 
insurance companies. Furthermore, fewer loans are sought on their 
" 6 
policies by savings bank policyholders than by ordinary life insurance 
policyholders. It should not be forgotten that loans made on insurance 
policies are rarely repaid and that if the loan plus the accumulated 
interest exceeds the surrender value of the policy, the entire insurance 
is cancelled. (see next page). 
D. Cost to the Polioyholde! 
In order to compare the costs of insurance sold by private in• 
surance companies with that of the savings banks, I wish to show what a 
policyholder of a given age, carrying a similar policy, would have to 
pay on the average for each year the policy was in force until it was 
surrendered for cash. This amount is determined by the premium paid each 
year minus the dividend, which usually increases each year as the reserve 
on the policy mounts. It must be remembered that when the policy is sur-
rendered, a cash value is received by the policyholder. Consequently, in 
order to determine the exact cost of being protected during the given 
period, the cash surrender val~ must be deducted from the net amount 
paid. The comparisons evidenced in the following tables will readily 
show that while a savings bank policyholder is equally, if not more fully, 
covered, the cost to htm is considerably less than that experienced by 
private insurance campa~ policyholders. 
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TableL --- -Ratio between number of policies lapsed and number of new 
policies written, 1931 t o 19391 
Year 
1931 
1932 
1933 
1934 
1936 
1936 
1937 
1938 
1939 
Savi ngs- Company 
ba nk ordinary ordina:z I ndustrial 
Percent Percent; Percent; 
1.2" 35.1 76.2 
2. 6 45. 6 107 . li 
2.6 40.9 88 .9 
2.3 32 . 8 69.8 
2.3 32.4 45.3 
1.3 29.9 34 . 5 
1.4 26 . 3 30.8 
1.7 30. 4 27.6 
1.4 18.4 16. 6 
1 . "Operation of Savings-Bank Life Insurance in Mass. 
and New York" - Bulletin No. 688. 
Table - 1.---Proportion ·of cash surrender1t o new insuranoe written. at 4• year intervals, 1911 to 1938 
Year 
1911 
1915 
1919 
1923 
192'1 
1931 
1935 
1938 
Savings ... Company 
ban}c ordina!l ordina_.!l Industrial 
Percent Percent Percent 
16.6 13.3 2.9 
17.9 15.4 5.0 
16.'1 6.1 3.8 
s.o 12.2 3.9 
12.8 12.9 8.6 
13.2 28.0 23.1 
19.4 34.1 42.'1 
13.8 27.4 45.5 
1. "Operation of Savings-Bank Life Insurance in Mass. 
and New York" - Bulletin No. 688. 
Table :~"l'~ ... ,.-..Annual net costs of a $1,000 straight life policy issued in 
1930, at age 35, based on actual dividends paid during fol• 
laNing 10 years, ~~ assumi~ policz. was surrendered in 1940. 
Compaey 
Average 
yearly 
net oost Bank 
Average 
yearly 
net oost 
Company: 
No. 1 •• 
NO. 2 •• 
No. 3 •• 
No. 4. • 
No. 5. • 
No. 6. • 
No. 7. • 
No. a. • 
No. 9. • 
. . . .. . . . 
• • • • • • • 
• • • • • • • ( 
• • • • . • .( 
. . •· . . . • 
• • • • • . .. 
• • • . • • • 
• • • • . • • 
• • • • • • • 
Average, 9 companies 
$8.01 
6.49 
7.20 
1- 4.41 
2- 6.40 
7.26 
6.36 
5.66 
6.84 
4.79 
6.34 
Bank 
No. 1. • • . • • • • $2.22 
No. 2. • • • • • • • 2.85 
No. 3. • • • • • • • 3.69 
No. 4. • . • • • • • 3.69 
No. 5. • . • . . • • 2.22 
No. 6. • • • • .. • • 2.22 
No. 7. • • • • • • • 2.89 
No. a. • • • • • • • 2.52 No. 9. • • • • • • • 2.60 
l~o.lO. • • • • • • • 3.42 
No.ll. • • • • • • • 2.?6 
No.l2. • • • • • • • 2.40 
No. 13. • • . • • • • 2.40 
No. 14. • • • • • • • 2.40 
No. 15. • • • • • • • 2.59 
Average, 15 banks 3 2.72 
-----------------------------------------------------------------------
1. Company No. 4 issues a straight life policy only in amotmbs 
of $5,000 or more, but its oosts are shown for comparative 
purposes on a $1,000 basis. 
2. Company No. 4 issues this poliO"J in amounts of less than 
$5,000 in the form of endowment at age as. 
3. 15 banks are here covered because only that number were 
operating in 1930. 
Table!-z.· ........... J .. nnual net costs of a $1,000 ordinary 20-payment life policy 
issued in 1930• at age 35, based on aott~l dividends dw•ing 
following 10 years, and assuming policy was surrendered in 
1940. 
Compalll 
Company: 
No. l. • • • • • 
No. 2. • • • • • 
No. 3. • . . . 
No. 4. • • • . • 
No. 5. • • • • • 
NO. 6. • • • • • 
No. 
"· 
• • • • • 
No. 8. • • . • • 
No. 9. • • • • • 
Average cost, 
• 
• 
• 
• 
• 
• 
. 
• 
9 
• • 
• • 
. . 
. • 
• • 
• . 
• • 
• • 
. • 
• 
• 
• 
• 
• 
• 
• 
• 
• 
Average 
yearly 
net cost 
$6."r5 
4.9'7 
5.68 
5.;26 
5.36 
4.18 
3.87 
5 .. 05 
2.95 
companies 4.96 
Bank 
Bank a 
No. 1. • • • 
No. 2. • • • 
No. 3. • • . 
lio. 4. • • • 
No. 5. • . • 
No. 6. • • • 
No. 1. • • • 
No. a. • • • 
No. 9. • • • 
No. 10. • • 
no. 11. • . 
No. 12. • • 
No. 13. • • 
No. 14. • • 
No. 15. • • 
Average, 
• • • • 
• • • • 
• • . . 
• • . • 
• • • • 
• • • • 
• • • • 
• • • • 
• • • • 
• • • • 
• . • • 
• • • • 
• • • • 
• . • • 
• • • • 
15 banks 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• • 
• • 
• • 
• • 
• • 
• • 
1 
Average 
yearly 
net cost 
$0.54 
1.29 
2.2'1' 
2.27 
.54 
.54 
1.34 
.90 
.99 
1.96 
1.06 
.75 
.75 
.75 
.97 
1.13 
61., 
Table __ - ... --Annual net costs of a. $1,000 ordinary 20-;aar endo'Wlllent policy 
issued in 1930, at age 35, based on actual dividends during 
following 10 years, and assUIIling policy was surrendered in 1940. 
Company 
Company: 
No. 1. • • • • 
No. 2. • • • • 
No. 3. • • • • 
No. 4. • • • • 
No. 5. • • • • 
No. 6. • • • • 
No. 'T. • . • • 
No. a. • • • • 
No. 9. • • • • 
• • . 
• . • 
. • . 
• • • 
. . . 
• • • 
• . . 
• . • 
• • • 
• 
• 
• 
• 
• 
• 
• 
• 
• 
Avers.ge 
yearly 
net cost 
$4.0'7 
2.71 
3.02 
2.9'7 
2.52 
2.60 
1.30 
2 . 3T 
• 43 
\. 
Bank 
Bank: 
No. 1. • . • • 
No. 2. • • • . 
No. 3. • • • • 
No. 4. • • • • 
No. 5. • . • . 
No. 6. • • • • 
No. 
"· 
• • • . 
No. a. • • • • 
No • 9. • • • • 
No. 10. • • • 
• • • 
• • • 
• • . 
• • • 
• . • 
• • • 
• • • 
• • • 
. • • 
. • • 
• 
• 
• 
• 
• 
• 
• 
• 
• 
• • 
Average 
yearly 1 
net gain 
$2.8a 
2.13 
1.35 
1.35 
2.a8 
2.88 
2.14 
2.53 
2.44 
1.52 
Average cost, 9 cos. .2.44 No. 11. • . • • • • . • 2.38 
No. 12. • • • • • • • • 
No. 13. • • • • • • • • 
No. u .• • • • • • • • • 
No. 15. • • • • • • • • 
Average gain, 15 ban.lcs 2 
1. All of' the 15 banks actually returned a net gain to the 
policyholder. None of the companies did. 
2. 15 banks are here covered because only that nun1ber were 
operating in 1930. 
2.68 
2.se . 
2.se 
2.4'T 
2.33 
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D. Expenses of Operation 
Although the private insurance companies have been able to 
decrease their current operating expenses in recent years, it is under-
atandable that the expenses of the savings bank insurance departments 
are still considerably lower than those realized by the private companies. 
The expenses of issuing industrial insurance policies is practically 
double that of ordinary insurance and triple that of savings bank life 
insuranoe.1 Prior to 1927 all expenses incurred in maintaining the 
Division of Savings Bank Life Insurance were paid by the state and it 
was not until 1934 that all these expenses were met by the banks. The 
higher expenses of the private insurance companies are apparent because 
of their method of paying commissions, for wri-ting insurance, and of 
collecting premiums. Although no commissions are paid by the savings 
bank insurance departments, all the salaries paid to the staff of the 
Division of Savings Bank Life Insurance sinott 1934 have been totally 
·reimbursed to the state by the individual banks. The comparative ex-
penses are apparent in the following table. 
1. Annual Reports of the Commissioner of Insurance of 
Massachusetts, pt. 2 1 tables M and N. 
Tablei . ~.8~~savings-bank insurance expenses and ratios to premiQU income, 
including net expenditures by State, 1925 to 1940. 
Year 
1925 
1927 
1929 
1931 
1933 
1935 
1937 
1939 
1940 
(AMOUNTS IN THOUSANDS OF DOLLARS) 
Ratio of' 
total to 
Banks' Net State premium. 
expenditures expenditures Total income 
$51.1 $32.5 $83.6 7.26 
72.2 30.5 102.7 6.49 
109.5 28.0 137.5 5.85 
153.5 19.0 172.5 5.57 
162.8 4.0 166.8 5.12 
215.8 0 215.8 5.02 
358.7 0 358.7 1• 7.16 
460.9 0 460.9 1- 8.96 
505.4 0 505.4: 1- 9.35 
1. On November 1, 1935, gross premiums on policies issued 
on and after that date were substantially reduced. 
Thus, the ratio of' expenses to premiums received 
should be expected to be higher. 
E. Taxation 
The higher expenses of the private insurance companies may in 
part be due to the fact that their tax burden is greater than that ex• 
perienced by the savings banks. Because savings banks are exempt from 
Federal incQme taxes, the insurance departments likewise enjoy this 
exemption. Since November 1, 1939, both the private insurance companies 
and the insurance departments of the savings banks are taxed by the StAte 
of Massachusetts one~~rter of one per cent of the net value (combined 
aggregate of the mean reserves of each policy or group of policies) of 
all policies in force on all citizens of Massachusetts at the ·end of the 
preceding year. Some of the fees paid to the state department of insur• 
ance are: 
1. $50.00 for an examination before the granting of 
a license to do business in the state. 
2. 2! mills for each $1,000 of insurance for the 
service of valuing the life policies of the 
domestic companies. 
3. Two dollars annually for each and every insurance 
agent employed by the companies. 
4. Two dollars for each statement of ~ualification 
of the companies and for each certificate of the 
valuation of the companies' policies.l 
It must be remembered that since NOvember 1, 1939 both the savings bank 
insurance departments and the insurance companies have been equally taxed 
by the state of Massachusetts. A comparison of the taxes paid by the 
savings bank insurance system and the private insurance companies is 
shown in the following tables. 
1. Massachusetts General Laws. Chapter 175• Section 14. 
Tab1el~-.. -·Taxes on l!lanaohusetts business paid to the State by insurance 
departments of banks and bz insurance companies, 1930 to 1939. 
Savin,s•bank life insurance Companies 
Preiiiiwn Ratio Premiu:n Ratio 
Year Taxes income ~~eroent ~ Taxes income (percent) 
1930 $15,162 $2,644,733 0.61 $1,848,825 $162,900,074 1.13 
1931 15,996 3,095,236 .52 1,967,510 170,324,096 1.16 
1932 17,217 2,979,423 .58 2,089,421 169,003,016 1.24 
1933 22,214 3,256,373 .68 2,111,938 170,377,383 1.24 
1934 26,170 4,075,775 .64 2,163,610 175,288,999 1.23 
1935 27,628 4,300,824 .64 2,225,044 179,819,919 1.24 
1936 31,7'11 4,686, 767 .68 2,453,537 176,463,431 1.39 
1937 40,429 5,013,693 .81 2,553,599 173,291,911 1.4f 
1938 49,845 4,787,124 1.04 2,600,251 183,085, 54T 1.42 
1939 55,685 5,408,573 1.03 2,723,130 193,000,000 1.41 
TOTAL 302,11'1 40,248,461 .'15 22,737,465 1,753,554,442 1.30 
Table17- ... --Total taxes and fees, and premi\ln income, or savings-bank 
insurance system, Massa~husetts oanpanies, and all companies, 
each year 1930 to 1939. 
Year 
Savings-bank 
life insurance 
Preiilium 
Taxes income 
Massachusetts 
companies 
Taxes and Premium 
fees income 
All companies 
Te.xe a and Premium 
fees income 
1930-$15,162 $2,644,733 $4,762,571 $259,334,881 $60,383,185 $2,997,508,775 
1931- 15,996 3,095,236 4,935,366 276,548,841 61,828,340 3,152,099,471 
1932- 17,217 2,979,423 5,330,247 268,129,665 62,725,045 3,027,024,051 
1933- 22,214 3,256,373 4,984,617 271,820,213 59,689,889 2,917,270,242 
1934- 26,170 4,075,775 4,188,419 282,99~,638 53,473,795 3,077,829,604 
1935• 27,628 4,300,824 4,428,313 311,304,405 54,841,523 3,211,187,825 
1936• 31,771 4,686,767 5,897,136 307,283,665 62,517,769 3,191,725,539 
1937- 40,429 5,013,693 5,869,714 313,191,294 67,408,937 3,253,162,306 
1938- 49 ,845 4,787,124 6,251,436 328,389,129 70,686,692 3,269,846,645 
1939- 55,685 5,408,513 6,791,237 319' 197,432 73,602,342 3,259,024,371 
TOtAL302,11T 40,248,461 53,939,056 2938,194,163 627,157,51? 31,356,678,829 
1. Ann~l Reports of the Commissioner of Insurance 
of Massachusetts, pt. 2, Table c. 
TabtJB ---~Federal income taxes paid by Massachusetts life insurance 
companies. their premima income, and r~tio of Federal income 
taxes t o premit:lm income, 1933 t o 1938. 
Year 
1933 
1934 
1935 
1936 
1937 
1938 
TOTAL 
Amount of Premium 
Tax Income 
$118,267 $271, 731,06'1 
5,074 282,906,354 
1,658 311 ,219,061 
89,206 307.147,325 
13,590 313, 126,599 
29,431 328 ,182,836 
257,232 1,814,313,241 
1. "Operation of Savings-Bank Life Insurance in 
Mass . and New York" - Bul letin No. 688. 
Ratio 
Peroent 
o.o43s 
.0018 
.0006 
.0290 
.0043 
.0090 
.0142 
F. Investment Earnings 
Because of the difference in the types of investments which may 
be made by the private insurance companies and by the insurance depart ... 
menta of the savings banks, the savings banks have, in the past, earned a 
slightly higher rate of return on their invested assets. However, it is 
quite doubtful that this advantage will continue to favor the savings 
bank insurance system as their rapid growth in the pas'l:; few years ha.s madit 
it necessary for them to invest a higher percent age of their relatiT6 
assets in low yielding securities. 
Although both the insurance companies and the savings ba~~ in-
suranoe are restricted as to the types of securities in which they may 
invest their funds, some of their investments may differ in the following 
ways : 
1. Companies are permitted to invest in the securities 
of political governments of Canada but the savings 
. banks may not do this. 
2. Mortgage and real estate investments of the savings 
banks are limited to that property whioh is within 
the State of Massachusetts, while private insurance 
companies may invest in such property located any• 
where within the entire United States. 
3• ~ WhUe se:vir.gs banks are allowed to invest in banf= 
stocks, the insurance ccmpanies me.y not do this.·· 
Perhaps the restrictions placed on the savings banks in regard to their 
real estate investments may be responsible for their higher earned inves~-
ment income. Usually the mortgaged property is located in the same or in 
1. Massachusetts General Laws, ch. 175, Sections 63•68. 
the adjacent community in which the bank is located. Consequently, fore• 
closures are less frequent than those experienced by the insurance com-
panies who have had an unfortunate earning experienced in fWlds invested 
in southern and western farm lands. A comparison of invested earnings 
is made in the followir~ table. 
70. 
Table_g.. .. ., .. Net rate of' i ncome earned on investments by banks and ~y all 
insurance organi zations including banks, 1927 to 1938~ 
-----
Savings-bank Al l insurance 
insurance orga.niia.t ions 
Year de~:e.rtments irtcludin~ ba.nk_s 
Percent Percent 
192'1 5.26 5.02 
1928 5.18 5.04 
1929 5.39 5.02 
1930 5.14 5.02 
1931 5.12 4.91 
1932 5.02 4.65 
1933 4.67 4.26 
1934 4.4"1 3.89 
1935 3.90 3.66 
1936 3.91 3."13 
193'1 3.93 3.68 
1938 3.84 3.56 
1 . "Operation of' Savings•Ba.nk Life Insurance in Mass. 
and Nevr York" • Bulletin No. 668. 
7?.. 
G. Mortality Experience 
Although statistics in regard to mortality ratios may be ex• 
tremely mi~leading, it is generally agreed that savings bank mortality 
ratios are lower than those of the private insurance companies. It is 
expected that industrial mortality ratios would be high because of the 
fact that no medical examination is necessary to purchase suoh insurance. 
Ordinary life insurance companies also sell considerable group insurance 
' 
which likewise requires no medical examinations by the participants. 
Savings banks do sell a type of group insurance but the total amount of it 
in force .is negligible. 
It must also be noted that the savings bank life insurance syst~ 
is relatively new; therefore the average age of the policyholders is lower 
than that realized by the private insurance companies. The effect of the 
preliminary examination on recent entrants has not yet taken place, in 
many instances. It should not be forgotten that in the private insurance 
companies the agent receives no commission unless the examining physician 
approves the application and the applicant is granted the right to purchase 
insurance. Can it not be seen, therefore, that an applicant is more likely 
to become insurable in a private insurance company than in the savings bank 
insurance departments? 
Another advantage realized by the savings bank is the fact that 
the average amount of insurance held by each policyholder is considerably 
less than that of the average private insurance company policyholder. 
l 
I 
Persons holding a large amount of insurance are greater risks than those 
holding a relatively small amount. It has been speculated that those 
persons who can afford to purchase large amounts of insurance are more 
likely to participate in irregular livi ng as they can better afford it 
than oan those of more moderate circumstances. Living condit:tons in New 
England are admittedly higher than those in other sections of the country 
and while the savings bank will only insure those persons residing i n 
Massachusetts, private insurance companies must accept applicants from 
all parts or the country. 
' There is every reason t o hope, therefore, that the low mortality 
ratio enjoyed at the present time by the savings bank insurance system 
'!~lay continue. A.lthough the avere.ge age · ot the savings bank policyholders 
will undoubtedly increase in the future, a continued rise in new policy-
holders in the future is anticipated. Thus, with a continued low mor• 
tality ratio, a minimum expense account, and a higher earned income on 
investments, it is earnestly believed that the lower cost of insurance to 
savings bank policyholders will remail'l• 
Table?0 ... - .. Mortality ratios, Massachusetts savings-bank life insurance, 
1917 t o 1940. 
Ordinary Group 
Ordinary 
and group 
Year I nsurance Insurance combined 
191T 29.T6 28.44 30 .19 
1918 71.34 81.8T 77.90 
1919 52 . 50 75.78 63.57 
1920 33.79 '15.00 57.90 
1921 20.35 42.51 32.12 
1922 25.84 55.64 45.36 
1923 25.03 '13.38 51.9T 
1924 34.'12 51. 35 45.5'1 
1925 29.48 65.69 44.98 
1926 31.98 65.12 43 . 24 
192'7 36 . 88 60.00 43 . 14, 
1928 27.43 59.12 36.22 
1929 39.28 61.70 46.85 
1930 34.55 61.47 41.55 
1931 33.68 6T.30 39.43 
1932 35.99 55.91 39.85 
1933 30 ~ 7T 66 . '76 36 .'11 
1934- 36.34 66.50 41.22 
1935 37.63 56.45 40.06 
1936 28.46 57.30 33.51 
1937 32. 62 54.21 35. 89 
1938 28.85 66.82 34. 20 
1939 32e'S4 51.43 34.41 
1940 32.20 45.98 33.6T 
Table21 ---•Ratios of actual to expected mortality losses for savings• 
bank, all ordinary, and industrial insurance, 1911 to 1938. 
All ordinary 
insurance 
Savings• including 
bank sav:lngs•bank Industrial 
Year insurance life insurance insurance 
- Percent Percent Percent 
1911 30.19 63.05 93.96 
1918 77.90 96.69 142.78 
1919 63.57 66.40 83.25 
1920 57.90 60.29 76.13 
1921 32.12 61.88 63.52 
1922 45.36 53.68 65.42 
1923 51.97 55.10 66.69 
1924 45.51 53.09 65.21 
1925 44.98 51.51 66.02 
1926 43.24 53.59 68.0'T 
1927 43.74 53.78 63.88 
1928 36.22 57.91 64.23 
1929 46.85 60.89 66.37 
1930 41.55 61.80 60.04 
1931 39.43 63.48 59.50 
1932 39.85 63.10 55.'12 
1933 36.7'1 63.31 56.25 
1934 41.22 61.73 53.64 
1935 40.06 · 50.49 50.96 
1936 33.51 61.05 50.05 
1937 35.89 58.95 47.52 
1938 34.20 66.96 43.76 
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CHAPTER 6 
A CRITICAL ESTIMATE OF THE SAVINGS BANK LIFE INSURANCE SYSTEM 
Although the savings bank life insurance system has been the 
object of much criticism, its opponents have never aeauirsed the systent 
of being actua.rially unsound. Mr. Wesley E. Monk, an outstanding life 
insurance official, has accurately summarized the criticism by stating 
that "No objection can be made to 'savings-bank life insurance as in• 
surance. It is sound insurance actuarially. It can be bought at e. lovr 
net cost. Some of' the methods used in the promoting and conduct of the 
business, however, e.re object i onable" • 
The criticism of the system may be considered under the follow-
ing topics: 
1. That the present system no longer fulfills its original 
purpose. 
2. The.t the service rendered by the savings•bank life insurance 
system is less conclusive than that offered by private 
insurance companies. 
s. That savings-bank life insurance has been sold at such a low 
cost to the polic.yholder because part of its actual cost has 
been met by private subsidies and from the depositors of the 
savings banks • 
A. The Original Purpose 
It he.s been pointed out that the or iginal purpose of savings 
bank life insurance was to provide the working cl.EI.ss with an opportunity 
to purchase insurance at a lovt cost and consequently the maximum amount 
that could be purchased at any one bank was limited to one thousand 
J 
dollars. However, because the system has permi~ted an individual to 
purchase twenty-f ive thousand dollar s worth of insurance, it has appealed 
to persons in the higher income gr oups. 
Floyd E. De Groat has stated the opini on that "It oa.n1e into 
being as an instrumentality for the benefit of the working class. In 
other words, it would furnish industrial insurance at a coat below t hat 
in regular i ndustrial companies. The limit of insurance on a single life 
was to be $·500.00, and in the beginning only four banks availed themselves 
of the permissive law to enter into lifeNinsurance transactions• The in-
dustrial field in due course was abandoned for the reason that the plans 
were t ·otally inadequat e for the job in hanch It embraced life insurance 
of the ordinary type, and makes today its principal appeal to the wellwto~ 
do, so that, while originally set up by the state for a charitable pur-
pose, an insurance breadline, so to ~peak, for the poor and needy--the 
• line remains, but those who stand in it are more often the rich and 
greedy'.' . 1 
Although the opponents of the system suggest that the amount of 
insurance held by any one individual should be limited to perhaps five 
thousand dollar s, the advocates of savings bank ins1~anoe point out that 
it wa s the purpose of the originator s of the system to eliminate the pit• 
falls of industrial insurance. · When the law permitting savings banks to 
1. De Groat, Floyd E. Mutual Savings Banks and Mutual 
Life Insurance. Reprint from article in the Spectator, 
March 19, 26, April 2, 1931, P• 4. 
sell insurance ~?as passed there were 189 mutual savings banks in the 
state that were qualified to open insurance departments. Thus, the framers 
of the bill realized t he possibility of an individual being able to pur-
chase policies totalling $94,500. Therefore, i t savings ba~k life in-
surance is a desirable and secure type of protection for those persons with 
low incomes, why should it not be available to those with high incomes? 
The Massaohuse·tts Life Underwriters Associatio.n attempted to 
pass a bill in 1938 limiting the amount of savings bank life insurance 
which one individual could purchase to $3,000.00e Although, the New York 
law regarding savings bank life insurance did restrict the maximum to 
$3,000.00, the public interest against such a proposal in Massaohuset·ba 
caused the defeat of such a restricti on. 
From the following tables it can be assumed that well over halt 
of the applications for savings bank life insurance are from the low income 
groups. Consequently, it is clearly evidenced that this type of insurance 
has greatly benefited the individwals whose needs had been neglected by 
the private life insurance companies. Opponents of this system also point 
out that another feature of the origina:l purpose has been disoarded--that 
of selling insurance without employing agents. They feel that the two 
instructors employed by the State Division have partially participated in 
the activities performed by the solicitors of private L~suranoe oQmpani~s. 
Although it is admitted that some of the work done by these instructors 
i s similar to that done by the private insurance company agents, the for• 
mer receives no additional compensation from the insurance sold beoause of 
their instructions and advice offered to potential savings bank insurance 
policyholders. In spite of these two instructors; it must not be for .. 
gotten that the primary method of selling insurance across the counter 
has not been disregarded. 
B. Services Rendered to Policyholder~ 
Private insurance companies have claimed rightfully that they 
have offered their policyholders additional services in regard to advising 
and persuading people with regard to their purchases of insurance and in 
the collection of premium payments as well as certain additional policy 
provisions. They are justifiable in their assertion that the savings 
banks do not offer their policyholders any f or.m of indemnity in case of 
accidental injury. I do believe that because the savings bank policies 
are held mostly by working men who are unable to purchase disability in• 
suranoe 1 it would be highly desirable for the savings banks to make some 
provision for the policyholder in instances of disability. 
Private insurance companies, in claiming that solicitors have 
encouraged the furtherance of protective security among the working classes 
have brought forth a constructive criticism. However 1 savings bank ad-
vocates have correctly repudiated this criticism by pointing out that the 
employment of agents and solicitors would entail an additional oost to 
their policyholders in the form of higher premium rates. Their cause is 
further strengthened by the rapid growth of the system as a whole. 
While insurance agents do perform a valuable service ·to poten~ 
tial poli~holders, it must be remembered that the primary objective of 
such an agent is to sell insura~ee, thereby increasing his own personal 
compensation. Consequently, the private insurance companies are not 
wholly justifiable in claiming that their solicitors always offer impartial 
advice to those desiril1g to purchase insurance. Although the private com• 
panies make it possible for a convenient method of collecting the policy• 
holders' premiums, can it be accurately asserted that the additional cost 
to the policyholder is advantageous1 The relatively low lapse plus the 
relatively high proportion of insurance which is carried to mB.turi·ty in 
the savings bank system has proven t hat the agency system is not necessary 
to insure the continuance of insurance in force. 
c. Private Subsidies 
Private insurance companies have repeatedly claimed that the lOW' 
premium rates by savings banks have been possible merely because of the 
fact that t he expense of the system has been paid by the taxpayers, by 
private contributions, and by the depositors of .the savings banks. Al• 
though before 1934 the taxpayer indirectly shared the main portion of the 
expenses of the system, since that tune the complete operation expenses 
have been reimbursed to the state by the banks. It must be admitted that 
the Massaohusetts Savings Bank Ins1.1ranoe League has been able to publish 
pamphlets favoring savings bank life insurance because of private contri-
butions made to this League. It has been calculated that the entire oon• 
P ') 
-. 
tributions made to the League have not amounted to as much as one per cent 
of the combined premium. income of the savings bank insurance system. 
Opponents of the savings bank insurance system have asserted 
that the depositors of the savings baa~s have paid many of the expenses 
of the insurance system in the way of office rents and salaries. They 
have pointed out that inadequate rents have been paid to the banks for 
the space used entirely by the insurance department and that clerks work• 
ing in this department ht.1.ve been paid by the savings department of the 
banks. They further state that this was proven because · of the fact that 
in 1940 the savings bank life insurance dividends were 3.75 per cent while 
the savings depositors received only two or three per cent interest on 
their deposits. The proponents of this system have shown that the in• 
suranoe departments have paid a fair share of t heir expenses to the bank 
and that because of the fact that the insurance is located in the b&nk, 
additional increases in deposits have been realized. 
It can be constructively concluded that savings bank insurance 
depa~~ents are sharing the expenses and t he overhead of saving-insurance 
banks and that the low cost to the policyholders is possible, not because 
the expenses of the insurance company are being paid by the depositors ot 
the savings banks, but rather because of the reasons pointed out in pre-
vious chapters. 
The Massachusetts Savings Bank Life Inst.u-a.noe System was estab• 
lished to provide an adequate means of protection at a low cost to those 
whose needs were not satisfactorily taken care of by the private insurance 
companies. The banks, at the present ttme, are able to offer all the 
usual types of ordinary insurance policies to potential policyholders. 
Although an individual is unable to secure more than a thousand dollars 
of insurance from a~ one particular insurance bank, it is highly possible 
to purchase a maximum of $25,000.00 in the ~stem. The insurance is de• 
signed primarily for the working man but the rapid growth of the amount 
of insurance in force has shown that it has offered an advan+Ageous pro~ 
~ection t o a widespread category of people. Savings bank life insurance 
has fulfilled its purpose to the industrial worker as it has enabled him 
to p~rticipate in a program which affords him economic security at the 
lowest possible cost. 
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